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COUNCIL ON WAGE AND PRICE STABILITY
The Seventh Quarterly Report on the Council's activities is now available.
During this quarter, the Council has been particularly concerned with
observing price behavior as the economy recovers from  the 1973-75 
recession, both as this behavior compares with previous recovery periods 
and as it varies among specific industries. The Council has also con­
tinued to evaluate and comment on the economic impact of government 
agency actions and to study the effect of government regulation and 
of regulatory reform on the private sector. Copies of the report are 
available by calling 202/456-6757.
DEFENSE, DEPARTMENT OF
A  modification of the DOD  profit policy, intended to promote significant 
changes to profit and pricing principles for negotiated contracts, was 
issued recently (Defense Procurement Circular No. 76-3). Scheduled to 
become effective 10/1/76, the revision is already coming under attack 
from Congress with recommendations that the use of the new formula by 
postponed until February 1977 to allow a final decision to be made by 
the Administration that is elected November 2. Among various complaints, 
Rep. Charles Wilson (D-CA) charges that the new policy would mean a 
windfall of about $200 million annually for some defense contractors.
The changes are based on the "Profit 76" study of the profitability of 
defense contractors in which the service, the Defense Supply Agency, 
other federal agencies, and industry played major roles. Copies of DPC 
76-3 may be obtained by calling 202/695-0208.
FEDERAL ENERGY ADMINISTRATION
The Energy Finance Advisory Committee will meet 10/5/76 in the Old Labor 
Building, Washington, D.C. The agenda items are: (1) Update on Energy 
Legislation, (2) Update on FEA Resource Development Programs, (3) Update 
on Synthetic Fuel Development, (4) Commission Administrative/Operations 
Discussion, and (5) Subcommittee Reports. For further information, call 
202/961-7022.
FEDERAL POWER COMMISSION
New corporate and financial reports for Class A  and B Electric utilities and
licensees have been proposed (9/15/76 Fed. Reg., pp. 39448-39642). New
forms 162A and 162AA would be utilized to provide the Commission with 
current and continuing information on the operations of industrial 
companies generating electric energy. As proposed, present Annual 
Report Form No. 1 would be subdivided into two separate and distinct 
reporting portions. The corporate information and financial data 
portion would be embodied in the new report Form No. 162 under a new 
reporting system, which is discussed further in the rulemaking announce­
ment. The operating data portion would be incorporated under a separate 
report system which will be the subject of a separate rulemaking. Comments 
are due by 10/29/76.
FEDERAL TRADE COMMISSION
154 of the largest U.S. corporations have sought another delay or to quash
the 75-76 FTC Line of Business (LB) program. While various lawsuits attacking
-2-
FTC report orders under the LB program for earlier years have been proceeding 
in consolidated form in the U.S. District Court for the District of Columbia, 
the Commission issued orders to the companies on 8/3/76, to file a combined 
report for the reporting years 1975 and 1976. These latest orders resulted 
in the motion filed with FTC on 9/10/76 seeking a delay in the matter until 
a hearing procedure can be negotiated between the companies and the FTC.
Two suggested proposals which will reduce the number of small firms included
in the Quarterly Financial Report (QFR) sample have been issued (see
9/10/76 Fed. Reg., p. 38555). The plan is to reduce the paperwork burden 
on small businesses without unduly impairing the quality of utility of 
the overall data. The FTC invited the public to comment on the proposals 
and to suggest alternative methods to decrease the sample. Either of 
two proposals would reduce the number of smaller firms surveyed by 4,000.
It should be noted that small firms have greater difficulty in completing 
QFR because many do not keep financial data on a quarterly basis. Comments 
are due by 11/8/76.
HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF
Quick steps are being taken to amend the Medicaid law by making fraud in public 
health programs a felony punishable by up to five years in jail and a 
$25,000 fine. The legislation S.3801 - Talmadge, D-GA) is being tacked 
to a House passed bill in an effort to move the change through both 
Chambers quickly. Providers and suppliers would be required to give 
HEW information about their public structure and operations as well as 
providing certified cost reports. Independent laboratories, pharmacies, 
and durable medical equipment suppliers who are paid directly with govern­
ment funds would have to provide access to books and records by HEW 
auditors or their representatives. A reprint of S.3801 appears in the 
9/10/76 Cong. Record beginning on p. S.15521, along with the remarks 
of its chief sponsor, Sen. Talmadge.
In addition, hearings on a companion bill (HR 15536 Rogers, D-FL) 
will be held on 9/23/76. For more information call 202/225-4952.
Interim regulations governing grants for hemophilia treatment centers and
for migrant health services appeared in the 9/13/76 Fed. Reg., pp. 38882-86 
and 38888-98. The Department is accepting comments until 11/12/76 on 
both sets of regulations. Both regulations incorporate by reference 
the administrative provisions in 45 CFR Part 74 and also include the 
normal grantee accountability requirements.
INTERSTATE COMMERCE COMMISSION
Accounting Series Circular No. 162 (9/15/76) provides guidance on accounting
for redeemable preference shares under Section 506 of the "4R" Act.
Since the redeemable preference shares have the characteristics usually
attributable to preferred stock, issuance of these securities should 
be recorded in account 791, Capital stock issued. Subaccounts and 
disclosure should be provided as appropriate for preferred stock. 
Disclosure in financial statements included in reports to the Commission 
and to stockholders and others should include (1) dividend rights, (2) 
liquidation preference, and (3) redemption features. Any questions or 
clarification of the above should be directed to Bureau of Accounts in 
writing or by calling 202/275-7448.
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Clearance of 5 new annual report schedules for the disclosure of noncapitalized 
lease commitments by lessees in accordance with the Order of the ICC in 
Docket 36176 of 3/5/76 is being conducted by the GAO Reports Review Section.
The scheduled are titled are follows: (1) Rental Expense of Lessee, (2)
Minimum Rental Commitments, (3) Lessee Disclosure, (4) Lease Commitments - 
Present Value, and (5) Income Impact - Lessee. For more information call 
Ms. Stuart at 202/376-5425.
OFFICE OF MANAGEMENT AND BUDGET
A  policy to require that all federal agency contract clauses governing standards
of ethical conduct for contractors and to prohibit contractors from soliciting
or accepting gratuities from subcontractors is being considered (see 9/13/76 
Fed. Reg., p. 38833). Sample "Standard of Ethical Conduct" and "Subcontractors 
Gratuities" clauses are reprinted in the aforementioned Notice and comments 
on this matter may be referred to Don Vogler at 202/395-3487.
PAPERWORK COMMISSION
A public meeting to review progress on approved projects, staff proposals for 
future projects, and proposed Commission positions on specific paperwork 
problems is scheduled for 9/24/76 in Roam S497 of the U.S. Capitol. For 
more information call 202/653-5400.
RENEGOTIATION BOARD
Henry M. Chick has been appointed General Counsel of the Renegotiation Board.
Mr. Chick, who has served as Director, Office of Financial Analysis since 
March, 1976, and as Director, Office of Review from 1969-1976, replaces 
David M. F. Lambert, who resigned to accept the appointment as General 
Counsel of the Small Business Administration. From 1960 until 1969 Mr.
Chick was associated with the accounting firm of Coopers & Lybrand.
SECURITIES AND EXCHANGE COMMISSION
The Senate has passed the illegal payments bill (S.3664). Sen. Tower (D-TX), 
during the Senate floor debate on the measure, did note that Section 1 of 
the bill (SEC provisions) "have not been thoughtfully considered". Speaking 
on the two key issues affecting the public accounting profession, Sen. Tower 
stated that the requirement that corporations devise adequate systems of 
internal accounting controls, though laudatory in concept, may prove trouble­
some in its implementation. The ranking minority member of the Banking 
Committee also spoke out on the "misleading statements" provision, noting 
that the effect of the provision as passed may be to reduce the effectiveness 
of the audit process.
On Wednesday, 9/22, Thomas Holton, CPA, Chairman of the AICPA's Committee 
on SEC Regulations will testify before the House Subcommittee on Consumer 
Protection and Finance on the companion bill (HR 15481). The thrust of 
the testimony will be directed at the provisions in the legislation concerning 
the independent auditor's "certification" of the adequacy of his clients' 
internal controls and the issue of communications between auditors and 
clients' representatives and third parties.
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TREASURY, DEPARTMENT OF
Changes in more than 100 forms can be expected when (and if) Congress approves 
the 1536-page tax reform bill. As a result, taxpayers can expect to receive 
their tax forms from two to four weeks late next year because of delays linked 
to the legislative process. Training of IRS taxpayer assistance personnel 
will also be affected as a result of the delays.
Proposed amendments to the regulations covering the rules for the source of 
income of certain dividends from a DISC or former DISC appear in the 9/16/76 
Fed. Reg., pp. 39761-62. Comments are due by 11/1/76.
Charles I. Kingston has been appointed Deputy International Tax Counsel and
Deputy Director of the Office of International Tax Affairs. Mr. Kingston 
has been a partner in the New York law firm of Wilkie Farr & Gallagher since 
1969. He will assist in the formulation of policy, legislation, and 
regulations on international tax matters, including the taxation of foreign 
source income of U.S. taxpayers, the taxation of foreigners receiving income 
from U.S. sources, and the prevention of international tax evasion.
SPECIAL: 13th ANNUAL WHITE HOUSE FELLOWSHIP PROGRAM SEARCH BEGINS
The 13th nationwide search for outstanding young men and women to serve as
White House Fellows is underway. Established in 1964, the White House
Fellowship program is designed to give rising leaders one year of first­
hand, high-level experience with the workings of the Federal Government 
and to increase their sense of participation in national affairs. The 
program is open to U.S. citizens from all fields who are not less than 
23 and not more than 35 years of age. Leadership, intellectual and 
professional ability, high motivation, and a commitment to community 
and nation are the broad criteria employed in the selection process.
For information about the program and application forms, call 202/653-6263.
SPECIAL: RULEMAKING COMMITTEE MEETS
The Committee on Rulemaking and Public Information of the Administrative
Conference of the U.S. is scheduled for 9/27/76 in Washington. The
Committee will meet to discuss proposed recommendations concerning 
procedures used in adopting interpretive rules and policy statements.
For further information concerning this Committee meeting contact Emmett 
J. Gavin at 202/254-7020.
SPECIAL: FEDERAL REGULATORS BEING "GRADED"
Questionnaires have been sent to approximately 2,400 lawyers requesting
them to rate the quality of federal regulators before whom they practice.
In addition questionnaires have been sent to administrative law judges 
of the regulatory agencies and to members of the Administrative Conference 
of the U.S. The agencies being surveyed are the ICC, SEC, FMC, CAB, FPC, 
FCC, FTC, NRC, and CPSC. The survey is expected to be completed in November 
and the Library of Congress will compile the results.
For further information, please contact 
Wade Williams or Dan Myers 
202/872-8190
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